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Nigeria: Key Economic Indicators 
In $ millions at current exchange rate unless otherwise indicated 


% Change 
National Income 1977 1978 1977-1978 
GDP (current prices) 41,476 42,698 
Population (millions) 79.7 81.7 
GDP per capita 520.5 522.6 
Exchange rate ($/Naira) * 1.55 1.56 


Production Index (1972=100) 


Mining 

All Manufacturing 
Beer 

Cotton Textiles 
Vehicle Assembly 
Soap, Detergents 
Electricity 


Agricultural Production (1,000 tons) 


Yams 18,000 
Millet 2,950 
Corn 1,500 
Palm Kernels 340 
Cocoa Beans (Commercial) 205 
Cotton (Commercial: 1976=81) 36 
Peanuts (Commercial: 1975=300) 14 


Monetary 


Money Supply (Dec. 31) 

Retail Price Index (Urban) (1975=100) 
Commercial Minimum Lending Rate 
Treasury Certificates 


Trade 


Reserves (Dec. 31) 3,908 
Payments Balance (Priv.) 648 
Exports 12,364 

to U.S. 4,675 
Imports 10,747 

from U.S. 1,203 
Petroleum Exports (mmbd) 2203 


Sources: Central Bank of Nigeria 
Federal Office of Statistics 
Agricultural Data and 1979 Estimates, U.S. Embassy 


*The rate is adjusted frequently by the Central Bank. The figure for 1979 isa 
weighted average of rates during 1979. At the year's end the rate was $1.74 Naira. 





1979: A Mixed Year 


Although the data are not yet recorded, 1979 looks to have been 

a mixed year for Nigeria. On the positive side, oil production 
recovered dramatically to record levels in the first half of the 
year, while price increases of over 100 percent from year's begin- 
ning to year's end combined with the new output to rebuild dan- 
gerously low exchange reserves. Agriculture seems to have had a 
mild recovery. On the other hand, manufacturing and construction 
continued to suffer the consequences of the austerity imposed by 
the Government before the oil recovery took place. 


The general slowdown in manufacturing and construction is evi- 
denced in the excess lending capacity in the banking system. 
Whereas in 1978 the credit expansion allowed by the Government was 
generally used up half way through the fiscal year, nine months 
have gone into the 1979 allocation with the limits not yet reached. 
Bank credit in July was up only about 10 percent over December. It 
is because of this inactivity plus a good year for farmers that 
inflation will probably be significantly below last year's official 
figure of 16.6 percent despite a 25 percent increase in the money 
supply for December 31 to August 31. This increase allowed a re- 
covery of Government spending while the private sector remained 
sluggish. 


Another important reason for the slowdown was the drop in imports 
due to direct restrictions and the impact of the new import in- 
spection scheme begun in January, 1979. In all, scarcity of raw 
materials and spare parts had a slowing impact which was not 
significantly eased until mid-year. 


As 1980 begins, the focus of attention will be the new civilian 
Government's ability to measure its response to pressures for 
easier imports, higher wages and more projects against the economy's 
slowly expanding capacity to absorb greater spending. 


Summary 


The highlight of 1979 was Nigeria's return to civilian rule on 
October 1 with a democratically-elected Government and a new 
constitution, modeled after that of the United States. The new 
Federal Government of Nigeria (FGN), under President Shehu Shagari, 
will give priority to agriculture, education, health, industriali- 
zation and the construction for a new Federal Capital. The economy 
in 1979 was mixed: oil revenues were up 80 percent, but the rest 
of the economy lagged due to import and budget restrictions from 
the previous year; agriculture may have improved. The short-term 
outlook is sluggish, but the economy may turn up strongly as the 
FGN selectively relaxes import controls and increases its economic 
development spending. The short-term prospects for U.S. exports 

to Nigeria are only fair, but there are expectations of major pro- 
ject awards to U.S. firms. U.S. investment and technology continue 
to be sought. 





PETROLEUM: Spectacular Recovery 


The major bright spot for Nigeria in 1979 has been production and 
export of petroleum. In November 1978, oil companies were told 

to produce as much as they felt would be compatible with safe 
reservoir practices, with production levels to be reviewed in mid- 
1979. For the first six months of the year, production hit record 
levels in excess of 2.4 million barrels per day, with exports only 
slightly less. At mid-year, however, the review by the NNPC in- 
spectorate concluded that problems of water, gas and sand would 
require a cutback. The inspectorate issued well-by-well instruc- 
tions for cutbacks, and production declined to about 2.15 million 
from August through November with exports again slightly less. 


While production levels have been close to capacity in 1979 prices 
have risen dramatically. Nigeria's Bonny Light, which sold for 
$14.10 at the end of 1978, rose to $14.80 on January 1, $18.50 on 
April 1, $20.96 on May 16, $23.47 on July 1 and $34.18 on February 
4, 1980. As a result of price and quantity factors, Nigeria's 
earnings from oil were expected to rise from $9.5 billion in 1978 
to more than $20 billion in 1980. 


Trade and Reserves 


A combination of high imports and depressed exports in 1978 reduced 
Nigeria's external reserves to some $1.5 billion in mid-year, 
‘barely enough to cover a single month's current account outflow. 

In 1979, however, the trade balance improved dramatically from both 
directions: expanded petroleum exports and sharp reductions in 
imports. The reduction in imports stemmed from two factors: re- 
strictions on purchases and finance on the one hand, and the Compre- 
hensive Import Supervision Scheme, on the other. 


Serious import restrictions were first put into place in April 1978. 
These included licensing, prohibitions, prior deposits and reduc- 
tion of the percentage of bank credit allocated to import financing. 
There were some tariff increases, and a list of items placed under 
ban or license was expanded in October of 1978, April of 1979, and 
October of 1979. Only after 2 months of civilian rule, in December 
1979, were some restrictions eased, mainly for essential food items. 
The 1978 restrictions did not really bite until nearly the beginning 
of 1979 due to shipments already contracted for, often on 180-day 
credit terms. 


At the beginning of 1979, the Comprehensive Import Supervision 
Scheme (CISS) came into effect. Under this program, imports are 
subject to inspection at the point of shipment by a Swiss firm, the 
Societe’ Generale de Surveillance (SGS). 


The confusion surrounding the implementation of the scheme was 
such as to bring imports to a virtual halt in the first 3 or 4 
months of 1979. However, as the Nigerian banking system adjusted 
to the process--which involved obtaining foreign exchange approval 
for certified imports--(and exporters accommodated themselves to 
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the inspections) trade once again assumed more nearly normal pro- 
portions, taking the restrictions into account. 


The consequences of those events were two-fold. The first was the 
final clearing up of the port congestion which has been legendry 
since 1975. At times, as many as 500 ships had queued up outside 
of Lagos harbors' Apapa port. By mid-1979, with the new Tin Can 
Island Port and the Apapa Extension open, along with a new port 

in Calabar, plus the fact that imports were affected by the various 
measures, berths were vacant in Lagos harbor. Only scheduling dif- 
ficulties resulted in some 30 ships outside. 


The second consequence was the dramatic turnaround in Nigeria's 
foreign exchange reserves. Despite slow growth early in the year 
due to drawings on a large Euroloan, reserves had grown steadily 
throughout the year. By the end of September, reserves were equiva- 
lent to $4.5 billion, or roughly 5 months imports, The growth is 
expected to continue into 1980, as the new Government, while loosen- 
ing up somewhat on vital imports, has made no substantial policy 
changes, and seems willing to rely on external financing for major 
new projects. 


Hope for Agriculture 


For several years, agriculture has been a significant drag on the 
economy. To the extent that data are available, the sector--which 
provides from 2/3 to 3/4 of total employment in the country-- 
appears to have grown more slowly than the population in 1978. 

The major disappointment has been commercial crops: cocoa, pea- 
nuts, palm products and cotton have all declined in recent years 
with only cocoa still accounting for measurable exports. Subsis- 
tence crops--yams, millet, maize, rice--are much more difficult to 
quantify as much of the output does not appear in the monetized 
sector. However, these also appear to have been sluggish in recent 
years. 


These are indications, however, that 1979 may have witnessed a 
modest recovery in agriculture. In addition to the blessing of an 
unusually long and intense rainy season, Government policies are 
said to have taken hold: increased acreage, improved seeds, bet- 
ter distribution of fertilizers and the application of certain 
financial incentives appear to have produced somewhat greater agri- 
cultural growth although at an as yet undetermined rate. 


Nevertheless, this sector must--and will--remain a key focus of 
Government policy. The military Government had implemented cer- 
tain incentives in 1978. In 1979, it further intensified the re- 
quirements placed on the banking system to lend to agriculture, 
including Government, use of credit allocated but not provided to 
that sector by the banks. In a bid to increase the scope of do- 
mestic production, rice and wheat imports were put under license, 
and rice was banned in October. An effective ban on imports of 
U.S. corn, -following reports of disease, reigned for most of the 
year. However, the Nigerian economy was unable to give a quick, 
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favorable response to the measures. Import licenses for rice were 
renewed in December. The rules on importation of U.S. corn were 
eased after local shortages caused problems for the poultry 
industry. 


The new Government has given top priority to the agricultural sec- 
tor. One of the few immediate steps taken was the release of funds 
to aid farmers and fishing operations. Nigeria hopes to attract 
U.S. agribusiness to joint ventures in the country; it is having 
some 40-50 percent of a large World Bank effort here directed to 
that sector. Experiments are underway for both large and small- 
scale activities. 


Manufacturing Still Erratic 


The agricultural sector employs the bulk of the people and produces 
the bulk of the domestic consumption. The petroleum sector gener- 
ates most of the foreign exchange. The construction sector pro- 
vides the most visible index of the nation's progress. Meanwhile, 
Nigeria is attempting to build a significant domestic manufactur- 
ing sector which will be a source of exports and provide much of 
the non-food consumer goods currently imported. This sector grew 
about 14 percent in 1978, almost all of it in the first quarter of 
the year. The rest of the year saw stagnation and recession under 
the impact of severe power shortages and the recognition that oil 
revenues could no longer support the accustomed levels of Govern- 
ment spending. 


Last year began with the same early spurt of growth but it ran into 
several major difficulties. These included continued restraint in 
Government spending, labor problems including work stoppages and 
high turnover in general, and shortages of raw materials and spare 
parts. Much of the difficulty apparently lay with import regula- 
tions and restrictions. Initial difficulties with the CISS not 
only reduced the inflow, but induced hoarding. The spare parts 
which were required for the upkeep of much of the new infrastruc- 
ture were also in short supply. A related difficulty was the mili- 
tary Government's attempt to cut costs and use the now underutilized 
ports by requiring that parts be shipped, wherever possible, rather 
than being airfreighted. 


Nevertheless, the longer-term prospects for the sector are being en- 
hanced by major projects planned or underway. A third petroleum 
refinery is nearly finished and a fourth contemplated. Some petro- 
chemical projects are underway with more planned. A major fertil- 
izer project has been signed, as have two steel mills. Food and 
beverages, textiles, cement, vehicle assembly, building materials 
and furniture industries--many targets of Government import substi- 
tution policies--are all established. With appropriate Government 
policies they have great potential. 


The Nigerian Business Climate 


Possibly one of the most critical economic decisions facing the 
Nigerian Government will be how to approach foreign investors. 
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During the presidential campaign, Shagari's National Party of 
Nigeria displayed a consistently tolerant outlook, insisting that 
there is and would be room for foreign participation in Nigerian 
enterprise. The administration's Minister of Industries has said 
that foreign investment would be welcome on Nigeria's terms. 


Through the end of 1979, however, no changes in the situation had 
occurred. While it is not expected that the terms of the Nigerian 
Enterprises Promotion Decree will be altered, there are several 
specific areas where business people will be looking for improve- 
ment. These include expatriate quotas, visas, remittances for 
dividends and technical and consultancy fees, payments to contrac- 
tors, import restrictions, letter of credit management by the 
Central Bank, and definitive terms for the operation of representa- 
tive offices. Positive Government action on these issues is pos- 
sible and would be desirable. 


Other areas to watch include Government contract procedures (a com- 
mittee has been formed to investigate these) and the newly-created 
National Office of Industrial Property. This office is charged 
with examining all contracts or agreements for transfer of tech- 
nology to Nigeria, and has the power to reject any which do not 
conform to a long list of criteria. 


An important area of opportunity, as well as a potential problem, 
is state government contracts. There exists a great enthusiasm 
among state governments for projects in almost all areas: health, 
housing, transport, education, communications and traditional 
manufacturing and agriculture. State governments will be trying 
to attract foreign investors, but will not always have the finan- 
cial, technical and manpower resources to make joint ventures a 
success. 


For Federal, state and private ventures, the ability of Government 
bureaucracies to either reduce, or to more efficiently handle, the 
paperwork involved will be a significant sign to foreign business. 


Political Situation 


The Federal Military Government successfully guided Nigeria to a 
return to civilian rule on October 1, following a series of elections 
including a presidential one in which the victor was decided only 
after an official interpretation of the relevant constitutional 
provision was rendered. (The ambiguity has since been removed by 

a constitutional amendment.) The new Government led by Alhaji 
Shehu Shagari has taken its first 3 months to make a careful study 
of many issues including the economic ones. While this approach 
has engendered some impatience--with a great deal of focus on the 
legislature--the atmosphere remains one of confidence, and a fairly 
widespread determination to make the system work. A burst of 
activity is taking place in the state governments and, although 

the rates of forward movement are slow here as well, the states 

are expected to be important centers politically and economically. 





Prospects for American Business 


The new civilian president, Alhaji Shehu Shagari, has announced 
that the priorities of his administration will be: agriculture, 
education, health, industrialization and the construction of the 
new Federal Capital at Abuja. He has reviewed the country's im- 
port restrictions and announced that imports of salt, sugar, 
razor blades, kraft paper, paper board, rice and automobiles 
would be liberalized. While the general import restrictions re- 
main in place, the FGN has been issuing import licenses on a se- 
lective basis, e.g., meat and poultry, and this trend should 
continue. 


The FGN is preparing a Fourth Development Plan for 1980-85. When 
the Plan is issued, probably late in the year, it will be possible 
to gauge the FGN's spending priorities with greater precision. 
Meanwhile, the new Federal budget, scheduled to be announced April 
1, 1980, will contain important indicators of the directions the 
economy will take. 


The implementation of the new federal system will affect the pace 
and direction of economic development. Much decision-making power 
in the economic sphere will devolve upon the state governments. 
States will plan and implement agricultural and public works proj- 
ects and be responsible for the distribution of electric power. 
States will procure materials and equipment formerly procured in 
the capital. The business representative who once dealt with one 
federal ministry in Lagos may have to call on ministries in 19 
state capitals. 


The federal/state relationships in the economic sphere are evolv- 
ing and not yet clearly defined. The share of national (almost 
wholly oil) revenues to be allocated to the state and local govern- 
ments will determine the sales potential in these areas. The old 
formula of 60 percent federal, 30 percent states and 10 percent 
local governments is under review by the Presidential Commission on 
Revenue Allocation (Okigbo Commission). States, if not local 
governments, may receive a larger slice of the pie. 


Another major shift, which has already occurred and will be con- 
tinued, is the Government's drive for greater self-sufficiency 

and its concommitant emphasis on increased foreign investment rather 
than on increased foreign trade. Therefore, the FGN is seriously 
and actively trying to attract more U.S. investment and technology 
to Nigeria. FGN officials frequently ask why more U.S. firms do 

not come to Nigeria. Despite obstacles, there is and will be tre- 
mendous scope for U.S. investors in both manufacturing and agri- 
culture. 


The short-term prospects for U.S. exports to Nigeria are only fair. 
As the economy picks up later in the year, these prospects could 
become significantly better. Were U.S. exporters to show as much 
interest in Nigeria as do our European and Japanese competitors 
substantial results might be achieved. In the meantime, more 
action is seen for U.S. firms pursuing major contracts than in 
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promoting exports of merchandise. There is not only profit in 
the contracts but these can help build further exports. Awards 
to foreign contractors represent a potential loss of U.S. exports 
because these contractors generally obtain their equipment and 
materials needs from their home countries. 


The agricultural sector offers great potential for U.S. business, 
both near and long term. The FGN has given a high priority to the 
revival of agriculture, both food crops and commercial crops for 
export. There has been a demand for large tractors, combines 

and agricultural implements for large-scale farming. Demand now 
appears to be shifting toward smaller hand held mechanized equip- 
ment such as rototillers. Demand for all kinds of small mechanized 
agricultural machinery is expected to rise strongly as more funds 
are devoted to the small farmers. Silos for fodder corn and stor- 
age facilities for other grains are badly needed. 


The dry northern part of Nigeria is looked to as the growth area 
for agriculture. Significant growth there must be accompanied by 
the large-scale development of irrigation calling for large numbers 
of pumps, valves and other irrigation equipment. The livestock 
industry is rudimentary and a dairy industry nonexistent. Pros- 
pects for them should be good after about 2 years. Poultry farms 
are springing up all over Nigeria and equipment for such operations 
should sell well, especially with the relaxation of the ban on 
corn imports. There is no meat-packing industry. Poultry are 
processed and packaged on poultry farms. Therefore, small process- 
ing and packaging equipment is the most suitable. 


As the FGN encourages its coastal fishermen to move out into 
deeper waters, the prospect for sales of fishing gear should im- 
prove. Most fish are landed and sold fresh by Nigerian fishermen. 
There will, however, be a growing demand for freezing facilities 
for fish. 


Brewing and bottling are two booming sectors in the food process- 
ing industry. A considerable number of breweries and bottling 
plants have been built or are under construction. Still, the de- 
mand for beer and soft drinks is nearly insatiable, and more plants 
will have to be built. Many of the breweries are British-affiliated, 
purchase British equipment and are a tough market to penetrate. On 
the other hand, many of the bottling plants hold U.S. franchises 

and would be a good target market for U.S. bottling lines and other 
equipment. 


Aside from two factories canning tomatoes and several oil mills 
processing peanut oil, there is no industrial food processing of 
consequence in Nigeria.: That industry should grow rapidly, how- 
ever, in parallel with the growth in the agricultural sector. In 
the forefront would be demand for equipment for small grain mills. 
Commercial refrigerators and freezers are in steady demand; equip- 
ment for refrigerated trucks and trailers should be a growth area. 


Some one-third of all public funds in the recent past have been 
spent on construction and public works. Enough construction 
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projects have been initiated to guarantee a leading place for the 
sector in the economy during the next 2 to 5 years. Thus, there 
will continue to be a very large market for elevators, electrical 
equipment, plumbing equipment and supplies, partition systems, 
door and window frames. Unfortunately, few American construction 
firms have obtained contracts, and most of these materials have 
been procured by foreign contractors from Europe. 


There is a crying need for low-cost housing, and U.S. firms could 
fill a portion of the need profitably if Nigerian authorities would 
accept the concept of utilizing prefabricated dwellings. Nigeria 
certainly will be unable to meet this need in the foreseeable 
future using traditional building methods. Among other major 
construction projects in the offing are a thermal power plant in 
Lagos, an aluminum smelter, the extension and track widening of 

the railroad, and the building of the new Federal Capital in the 
center of the country. U.S. firms are pursuing these and other 
projects actively. The contractors active in Nigeria have a large 
inventory of earthmoving and construction equipment. The biggest 
share of this market, therefore, will be for replacements and spare 
parts. 


The FGN will increase its electrical power generation capacity and 
install lengthy transmission systems in support of both industriali- 
zation and agricultural development. In these sectors U.S. firms 
should find excellent opportunities for the sale of distribution 
equipment and controls. The recent U.S. Electrical Energy Systems 
Technical Sales Seminar Mission was very optimistic about U.S. 
prospects and expected to sell an estimated $20 million in the 

short term. As the growth in electrical capacity has been slow 


and the supply irregular, there is a tremendous demand for standby 
generating sets. 


The Government reports 394,000 passenger cars, trucks and buses on 
the road. Five foreign vehicle manufacturers are producing cars 
and trucks; some are beginning to assemble tractors. Imports of 
passenger cars were restricted but there is a large import trade 
in parts. Volkswagen, Peugeot and Mercedes are the most common 
passenger cars; Mercedes-Benz and Bedfords the most common trucks. 
U.S. manufacturers of parts for these brands would find a ready 
market. There are few U.S. manufactured cars in Nigeria. Vehicle 
maintenance in Nigeria is poor and vehicle life short. A recent 
U.S. trade mission uncovered numerous opportunities for sales of 
vehicle repair and maintenance equipment. Moreover, the growing 
number of U.S.-style service stations offer good sales prospects 
for equipment such as lubricating and diagnostic units. 


x U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/256 
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